Report of the Directors

EEERE

The directors of the Company (“Directors”) present their report and
the audited accounts for the year ended 31 December, 2010.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. Its subsidiaries
are principally engaged in the production of fermentation-based
amino acids, food additive products and cassava starch based
industrial products. Details of the principal activities of its subsidiaries
are set out in Note 9 to the accounts.

There have been no significant changes in the nature of these
activities during the year under review.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December, 2010 are
set out in the consolidated income statement on pages 54 to 55.

The Board recommend the payment of a final dividend of 0.240 US
cents per share, totalling US$3,670,000 (2009: US$4,840,000) for
the year ended 31 December, 2010. Subject to shareholders’ approval
at the forecoming annual general meeting of the Company, the
final dividend will be paid in cash on or about 17 June 2011 to the
Shareholders whose names appear on the register of members of the
Company on 3 June 2011.

SHARE CAPITAL

Details of the movements in the share capital of the Company are set
out in Note 14 to the accounts.

DISTRIBUTABLE RESERVES

As at 31 December, 2010, the Company’s share premium reserve of
approximately US$194,098,000 (subject to the Cayman Companies
Law and the articles of association of the Company) and retained
earnings of approximately US$16,604,000 were available for
distribution to the Company's shareholders.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

During the year ended 31 December, 2010, neither the Company nor
any of its subsidiaries has purchased, sold or redeemed any of the
Company's shares.

RESERVES

Movements in the reserves of the Group and of the Company during
the year are set out in Note 15 to the accounts.
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PROPERTY, PLANT AND EQUIPMENT

Details of movements in the Group's property, plant and equipment
during the year are set out in Note 7 to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the Group purchased less than 30% of its goods and
services from its five largest suppliers and sold less than 30% of its
goods and services to its five largest customers.

At no time during the year, did a director, an associate of a director
or any shareholder of the Company, which to the knowledge of
the directors own more than 5% of the Company’s issued share
capital, have an interest in the share capital of any of the five largest
customers or suppliers of the Company.

DIRECTORS

The Directors during the year under review and up to the date of this
report are:

Executive Directors
Yang, Tou-Hsiung
Yang, Cheng

Yang, Kun-Hsiang
Yang, Chen-Wen

Non-executive Directors
Huang, Ching-Jung
Chou, Szu-Cheng

Independent Non-executive Directors
Chao, Pei-Hong

Ko, Jim-Chen

Chen, Joen-Ray

According to Article 87(1) of the Company’s articles of association,
Mr. Huang, Ching-Jung, Mr. Ko, Jim-Chen and Mr. Chen, Joen-Ray
will retire by rotation at the forthcoming annual general meeting of
the Company. All such Directors being eligible, offer themselves for
re-election.

BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR
MANAGEMENT

Brief biographical details of the Directors and senior management are
set out on pages 28 to 30.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN EFNERG HEBRORESCEE R

SHARES, UNDERLYING SHARES AND DEBENTURES =

(@) As at 31 December, 2010, the interests and short positions (a) WR-Z—ZF+-_A=+—H A2 A&
of each Director and chief executive of the Company in the EERERTRABRARARSEEM
shares, underlying shares and debentures of the Company HEOEE (TEREFRBAERD ([FH
or any of its associated corporations (within the meaning of K EREEDI ) EXVED) 2 B 17 - 18R AR 17
Part XV of the Securities and Futures Ordinance (the “SFO"), MEREFET EBQREFS S KA
which (a) were required to be notified to the Company and EXVENETRFSD HAMNGRRAT RSB
The Stock Exchange of Hong Kong Limited (“Stock Exchange”) BHMAEZSMBR AR ([BRM]) 2 #E
pursuant to Divisions 7 and 8 of Part XV of the SFO (including mRAE (BEREELSRBEKIIEH
interests and short positions which the Directors were taken or BNEFWRARIWEREECEREZR
deemed to have under such provisions of the SFO); or (b) were wE) ()R EEINAFS K E KR
required pursuant to section 352 of the SFO, to be entered in FEIREHETFE2ERMA = X
the register referred to therein; or (c) were required, pursuant B HOBRBEEBBHARIMERAFFE
to the Model Code for Securities Transactions by Directors of HFEMBA(TEMARBDFAEz LA
Listed Companies contained in the Rules Governing the Listing REFHTEAFR G ZRESTABANE R
of Securities on The Stock Exchange of Hong Kong Limited NAIRBRZM R RRBIAT

("Listing Rules”), to be notified to the Company and the Stock
Exchange, were as follows:—

Interests in shares
RGP zERE
Percentage of
issued shares

Number of of the Company
Name ordinary shares HERDTE BT
#®E EZERHE RHABE DL
Mr. YANG, Tou-Hsiung 169,730,196 11.15%
15 BRI ST (Note 1)
(M5E1)
Mr. HUANG, Ching-Jung 200,000 0.01%
Mr. CHAO, Pei-Hong 500,000 0.03%
=R =N e
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Notes:

1. Mr. YANG, Tou-Hsiung's interest in shares was held in the following
capacities:—
Capacity 514

B

1. BBEEREUATIGOIHERDER:

Number of

ordinary shares
ZEREE

Interest of company controlled

by him

* Mr. YANG, Tou-Hsiung was entitled to exercise or control
the exercise of more than one-third of the voting power of
King International Limited ("King International”) and King
International is the holder of such 169,730,196 shares.

Save as disclosed above, as at 31 December 2010, none of the
Directors or chief executives of the Company had or was deemed to
have any interest or short position in the shares, underlying shares
and debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) which (a) were required
to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which he/she was taken or deemed to have under
such provisions of the SFO); or (b) were required, pursuant to section
352 of the SFO, to be entered in the register referred to therein;
or (c) were required, pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies contained in the Listing
Rules, to be notified to the Company and the Stock Exchange.
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SHARE OPTION SCHEMES

On 13 June, 2003, the Pre-IPO Share Option Scheme and the Share
Option Scheme were approved by shareholders under which the
Directors may, at their discretion, offer any employee (including
any executive director of the Company) of the Group, options
to subscribe for shares in the Company subject to the terms and
conditions stipulated in the two schemes.

Options to subscribe for 29,770,000 shares had been granted to the
Directors and employees of the Group on 13 June, 2003 under the
Pre-IPO Share Option Scheme. No further options can be, or have
been, granted under the Pre-IPO Share Option Scheme from 27 June,
2003, the date of listing of the shares on the Stock Exchange. As at
31 December 2009, there was no share option outstanding under the
Pre-IPO Share Option Scheme.

As at 31 December 2010, no option had been granted or exercised
under the Share Option Scheme.

DIRECTORS’ SERVICE CONTRACTS

Each of Mr. Yang, Tou-Hsiung, Mr. Yang, Cheng, Mr. Yang, Kun-
Hsiang and Mr. Yang, Chen-Wen has entered into a service
agreement with the Company for an initial period of three years.
Such service agreements may continue thereafter unless terminated
by not less than three months’ notice in writing served by either party
following the expiration of the end of the initial term or at any time
thereafter.

Each of Mr. Huang, Ching-Jung and Mr. Chao, Pei-Hong has entered
into a service agreement with the Company for an initial term of
one year. Such service agreements may continue thereafter unless
terminated by one month’s notice in writing served by either party
following the expiration of the end of the initial term or at any time
thereafter.

Mr. Chou, Szu-Cheng has entered into a service agreement with the
Company for a term of three years and both parties may upon or
before the expiration of the original term or any renewed term (as
the case may be) thereof, agree in writing to extend the term of the
service agreement for another year.
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Mr. Ko, Jim-Chen has not entered into service contract with the
Company, and has no fixed term of service with the Company but
will be subject to retirement by rotation and re-election at annual
general meetings of the Company in accordance with the articles of
association of the Company.

Mr. Chen, Joen-Ray has entered into a service contract with the
Company for a term of one year and both parties may upon or before
the expiration of the original term or any renewed term (as the case
may be) thereof, agree in writing to extend the term of the service
contract for another year.

No director proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company which is
not determinable by the Company within one year without payment,
other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

Except for the service contracts detailed above, no director had a
material interest in any contract of significance to the business of the
Group to which the Company or any of its subsidiaries was a party
during the year.

CONNECTED TRANSACTIONS

Transactions with Taiwan Vedan Enterprise Corporation
(“Taiwan Vedan”)

For the year ended 31 December, 2010, the Company entered into
the following transactions with its substantial shareholder, Taiwan
Vedan, a connected person of the Company, which constituted
continuing connected transactions of the Company subject to the
reporting and announcement requirements under Chapter 14A of the
Listing Rules:
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. Sale of goods to Taiwan Vedan A MHAERTEEER (i) 4,137

B.  Technological support fee paid to B. A A ER ST (ii) 2,441

Taiwan Vedan Rt &8

Agency commission income received W ER & R ST R (iii) 149
from Taiwan Vedan AaUA

Agency commission expense paid to A AR AR (iii) -
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Notes:

(i)

The Group has been selling certain GA (acronym as “glutamic acid”),

MSG (acronym as “monosodium glutamate”) and cassava starch based
industrial products to Taiwan Vedan and its subsidiaries (other than
members of the Group) (“Taiwan Vedan Group”) for use in Taiwan. On
23 December 2008, the Company and Taiwan Vedan entered into an
agreement in respect of the sales of such products by the Group to the
Taiwan Vedan Group for a term of three years from 1 January 2009
to 31 December 2011 (“Taiwan Sales Agreement”). At that time, the
Company estimated that the annual total aggregate amount of sales of
the products to the Taiwan Vedan Group will not exceed the maximum
cap of US$1,700,000 for each of the three financial years ending 31
December 2011.
on 29 April 2009 to increase the annual cap under the Taiwan Sales
Agreement to US$4,000,000, US$4,800,000 and US$4,800,000 for
the three financial years ending 31 December 2009, 2010 and 2011
respectively. The Directors believe that the sale of goods to the Taiwan

The parties entered into a supplemental agreement

Vedan Group pursuant to the Taiwan Sales Agreement will generate
additional income to the Group.

The Taiwan Vedan Group has been providing certain technological
support services to the Group. On 24 December 2009, the Company
and Taiwan Vedan entered into an agreement in respect of the provision
of such services by the Taiwan Vedan Group to the Group for a term
of two years from 1 January 2010 to 31 December 2011 (“Technology
Support Agreement”). At the relevant time, the Company estimated
that the annual total aggregate amount of service fee payable pursuant
to the agreement will not exceed the maximum cap of US$3,000,000
The
Directors believe that the technological support from the Taiwan Vedan

for each of the two financial years ending 31 December 2011.

Group will benefit the Group's future business developments.
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(iii)  Each of Taiwan Vedan and the Company has been acting as the sole
and exclusive agent of the other party to sell, distribute, supply and/
or provide the products that are produced or proposed to be produced
by the Group from time to time to the customers in Vietnam, ASEAN
countries and the PRC or in Taiwan (as the case may be). On 31
December 2008, the Company and Taiwan Vedan entered into an
agreement in respect of such transactions (“Agency Agreement”) for
a term of three years from 1 January 2009 to 31 December 2011.
At the relevant time, the Company estimated that the annual total
aggregate amount of commission to be received by each of the Group
and the Taiwan Vedan Group will not exceed the maximum cap of
US$150,000 and US$80,000 for each of the three financial years ending
31 December 2011. The Directors believe that the Group will continue
to benefit from the transactions as the Group will receive additional
commission income, and, it will also continue to benefit from the
transactions in respect of additional sales to customers in Taiwan which
may not be satisfied by the production capacity of, or the available

products from, the Taiwan Vedan Group.

Transactions with Shandong Xue Hua Bio-chemical Co., Ltd.
(“Xue Hua")

For the year ended 31 December 2010, the subsidiaries of the
Company entered into various transactions with Xue Hua, which
constituted continuing connected transactions as defined in the
Listing Rules. The Directors are of the view that such transactions will
provide cost benefits to the Group for its GA and MSG manufacturing
businesses.

On 22 December 2005, Ordino Investments Pte Ltd (“Ordino”), a
wholly-owned subsidiary of the Company and Xue Hua entered into
a joint venture contract to set up a joint venture company, Shandong
Vedan Snowflake Enterprise Co., Ltd. (“JV Company”) in the PRC.
Upon the establishment of the JV Company, the JV Company
becomes a 70% non wholly-owned subsidiary of the Company, and
Xue Hua, which holds 30% of the equity interest in the JV Company,
becomes a connected person of the Company under Chapter 14A of
the Listing Rules.
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Set out below is a table summarising the non-exempt continuing
connected transactions with Xue Hua as at 31 December 2010
which are subject to the reporting, announcement and independent
shareholders’ approval requirements under Chapter 14A of the Listing

TERBUBE-_E—ZTF+_A=+—HHEE
EZEABT ETRBIBLAAZTHRR  AEME
VEREMEREZ TERCIFERER S

Rules:
Note RMB’'000
B 5 ARETF T
A. Purchase of certain raw materials A BIEAEGEARHEST (i) 18,486
by the JV Company from Xue Hua R A}
Notes: P&
(i) On 28 December, 2005, Ordino, Xue Hua and the JV Company entered (i) R-ZTETRAF+=-A=+/\H " OrdinoETE
into an agreement in respect of the supply of certain raw materials MEERARRBERSHEAGERARHREETR

("Raw Materials”) by Xue Hua to the JV Company. On 31 December
2006, Xue Hua and the JV Company entered into a supplemental
agreement (the agreement, as supplemented by the supplemental
agreement, will be referred to as the “Original Raw Materials Purchase
Agreement”) to revise certain terms of the agreement. On 23
December 2008, Ordino, Xue Hua and the JV Company entered into an
agreement to renew the Original Raw Materials Purchase Agreement
on substantially the same terms and for a term of three years from 28
December 2008 to 27 December 2011 (with the JV Company’s right
to renew for a successive term of three years each until the end of
the term of the JV Company subject to compliance with the relevant
requirements under the Listing Rules) (“Raw Materials Purchase
Agreement”). At the relevant time, the Company estimated that the
annual total aggregate amount of the raw materials to be purchased
by the JV Company from Xue Hua will not exceed the maximum cap
of RMB200,000,000 for each of the three financial years ending 31
December 2011.

Under the Raw Materials Purchase Agreement, Xue Hua will
guarantee to the JV Company that in the event of the GA products
produced by the JV Company utilising the Raw Materials reaching
25,000 tonnes per annum, the lower of (a) the average profit
before tax for each tonne of such GA products will be not less than
RMB450; or (b) the annual profit before tax for such GA products
produced will reach RMB11,470,000, and Xue Hua will reimburse the
shortfall to the JV Company for a period, up to a maximum term of
5 years from 1 May 2006 to 30 April 2011 or when an amount of
RMB71,420,000 (which includes the service fees payable by Xue Hua
to Ordino under a technology services agreement) or RMB60,570,000
(which excludes the service fees payable under such technology
services agreement) is reached, whichever is earlier.
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Pursuant to the Raw Materials Purchase Agreement, Xue Hua is
entitled to claim reasonable damages from the JV Company in case
of the JV Company sells products to the Group at a price level lower
than the then average selling price available from Xue Hua of a
comparable product.

The Directors, including the independent non-executive Directors
have reviewed the above continuing connected transactions of the
Company for the year ended 31 December 2010 and confirmed that:

(@)  Such transactions were:
(i)  entered into in the ordinary and usual course of business;

(i) conducted on normal commercial terms; which were
no less favourable than those available to or from
independent third parties; and

(iii) in accordance with the relevant agreement governing
them on terms that are fair and reasonable and in the
interests of the shareholders as a whole;

(b) the aggregate amount for each of the above transactions
has not exceeded the relevant caps disclosed in previous
announcements.

Confirmations

The aforesaid continuing connected transactions have been reviewed
by independent non-executive Directors of the Company. The
independent non-executive Directors confirmed that the aforesaid
connected transactions were entered into (a) in the ordinary
and usual course of business of the Group; (b) either on normal
commercial terms or on terms no less favourable to the Group than
terms available to or from independent third parties; (c) in accordance
with the relevant agreements governing them on terms that are
fair and reasonable and in the interests of the shareholders of the
Company as a whole.

The Company's auditor was engaged to report on the Group’s
continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 “Assurance Engagements
Other Than Audits or Reviews of Historical Financial Information” and
with reference to Practice Note 740 “Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules” issued
by the Hong Kong Institute of Certified Public Accountants. The
auditor has issued his unqualified letter containing his findings and
conclusions in respect of the continuing connected transactions
disclosed by the Group on pages 41 to 45 of the annual report in
accordance with paragraph 14A.38 of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited. A copy of
the auditor’s letter has been provided by the Company to The Stock
Exchange of Hong Kong Limited.
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PRE-EMPTIVE RIGHTS EEEEE

There are no provisions for pre-emptive rights under the Company’'s AR RIAHEZERMEISKH SRS A0 W EE T
articles of association or the laws of Cayman Islands, which would BEEZEME @ ERAQ AR FIAIRA KRR E
oblige the Company to offer new shares on a pro-rata basis to ¥ -

existing shareholders.

SUBSTANTIAL SHAREHOLDERS' INTERESTS AND FERRESRBRHZRE
SHORT POSITIONS IN SHARES

So far as was known to any Director or chief executive of the EIAEZEZENARAESITHAENRM R_Z
Company, as at 31 December, 2010, other than the interests and —ZEHF+-A=+—H B LEXHEBEEEHA
short positions of the Directors or chief executives of the Company RRIHREITHAEBNERSEABIN U TALTR
as disclosed above, the following persons had an interest or short AR RRMDEEBBRDFHEERIEZSLBE
position in the shares or underlying shares of the Company which &I ZEXVERZE2 K 35 4B 2 (& XA A AR T3
would fall to be disclosed to the Company under the provisions of FTHIEZRTIAR  HINAKRRQRRIRIEZ SRS
Divisions 2 and 3 of Part XV of the SFO, or which were recorded in 1§55 3361&F 7 E B MMMz E

the register required to be kept by the Company under Section 336

of the SFO:

Percentage of

issued shares

of the Company

Name Number of ordinary shares EEATE

=8B EZEREE BITROBEDE

Billion Power Limited (”Billion Power") 460,237,609 30.22%
(Note 1)
(PF3ET)

Taiwan Vedan 460,237,609 30.22%
BIEK S (Note 1)
(ME5ED)

King International Limited 169,730,196 11.15%
("King International”) (Note 2)
(KIE2)

Concord Worldwide Holdings Limited 127,297,646 8.36%
("Concord Worldwide") (Note 3)
(PF3E3)

High Capital Investments Limited 127,297,646 8.36%
("High Capital”) (Note 4)
(Mi5E4)
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Notes:

1. Taiwan Vedan is entitled to exercise or control the exercise of more than
one third of the voting power of Billion Power and is therefore taken to
be interested in these 460,237,609 shares held by Billion Power.

2. The capacity of King International in holding the 169,730,196 shares

was as beneficial owner.

3. The capacity of Concord Worldwide in holding the 127,297,646 shares

was as beneficial owner.

4. The capacity of High Capital in holding the 127,297,646 shares was as
beneficial owner.

Save as disclosed above, so far as is known to the Directors or chief
executives of the Company, as at 31 December 2010, no other
person (not being a Director or chief executives of the Company) had
any interests or short positions in shares or underlying shares of the
Company which would fall to be disclosed to the Company and the
Stock Exchange, under the provisions of Divisions 2 and 3 of Part XV
of the SFO or which were recorded in the register required to be kept
by the Company under Section 336 of the SFO.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

Four Directors of the Company, namely, Messrs. Yang, Tou-Hsiung,
Yang, Cheng, Yang, Kun-Hsiang and Yang, Chen-Wen, were also
directors of the Group’s controlling shareholder, Taiwan Vedan. In
addition, Messrs. Yang, Tou-Hsiung, Yang, Cheng, Yang, Kun-Hsiang
and Yang, Chen-Wen indirectly held approximately 19.77 percent.,
9.89 percent., 6.18 percent., and 8.24 percent. interest in Taiwan
Vedan, respectively and they were therefore considered as having an
interest in Taiwan Vedan under Rule 8.10 of the Listing Rules.

The Taiwan Vedan Group is principally engaged in, inter alia, the
production of food additive products, including MSG products, and
beverages in Taiwan, which may compete with the Group’s business
operations in respect of the product portfolio of the Group (“Product
Portfolio™).
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Since Messrs. Yang, Tou-Hsiang and Yang, Cheng are both
responsible only for the overall strategic planning and the business
development of the Taiwan Vedan Group and the Group and the daily
operations of the Group are managed by Messrs. Yang, Kun-Hsiang
and Yang, Chen-Wan together with an independent management
team, the Directors are of the view that the management and the
operational functions of the Group are independent of and separate
from those of other members of the Taiwan Vedan Group.

For safeguarding the interests of the Group, the independent non-
executive Directors and the Audit Committee of the Company would
on a regular basis review the business and operational results of the
Group to ensure, inter alia, that the Group’s business operations in
respect of the Product Portfolio is and continues to be run on the
basis that it is independent of, and at arm’s length from, that of
Taiwan Vedan.

AUDITOR

The accounts have been audited by PricewaterhouseCoopers who
retire and, being eligible, offer themselves for re-appointment.

By Order of the Board

Yang, Kun-Hsiang
Director and Chief Executive Officer
22 March 2011
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